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e The US$2.8 billion monthly surplus in the June 2021 Brazilian current account fell slightly short of our
estimate (US$3.0 billion surplus), but its dynamics were in line with what we had expected: a sizeable trade
surplus offsetting deficits in the services and primary income accounts.

e However, the semi-annual data revision carried out by the Brazilian Central Bank (BCB) in the historical
series revealed that remittances of profits and dividends had been underestimated in 2020 and 2021, which
led to adownward shift in the annual level of the current account balance. Instead of hovering around US$8.0
billion, the current account deficit is closer to US$20.0 billion on a 12-month basis.

e On the other hand, the revision also showed an increase in the volume of direct investments on the same
basis, which means, in our view, that Brazil continues to have a reliable (and sizeable) funding source to
face its external financing needs. Additionally, the country also witnessed the third consecutive month of net
inflows related to the acquisition of Brazilian financial assets, thus enlarging the base of funding.

o Allin all, despite the downward shift introduced in the current account deficit, we continue to believe that
the country bears a favorable external situation. Preliminary figures for the balance of payments provided by
the BCB indicate we should have another monthly surplus in the current account balance in July (US$1.7 billion),
close to our current projection (US$1.5 billion). Consequently, we still expect the current account deficit to
shrink in the coming months on a 12-month basis, with the present tracking indicating an annual current
account deficit circa US$12.0 billion.
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The Brazilian balance of payments in June 2021 revealed a current account monthly surplus slightly below our estimate
(US$2.8 hillion versus US$3.0 billion, respectively), but with its dynamics in line with our expectations (i.e., sizeable
trade surplus offsetting negative readings in the services and primary income accounts). While the current account
balance was in line with expectations, the volume of foreign direct investments into the country (DIC) diverged
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substantially, as it showed net inflows of US$0.2 billion in the period—far below our estimate of US$2.5 billion—on the
heels of stronger payments of intercompany loans than preliminary figures provided by the BCB had indicated.
Notwithstanding this negative surprise on the DIC front, the amount of foreign acquisitions of Brazilian financial assets
remained positive for the third month in a row and reached US$5.1 billion last month. Therefore, on top of current
account surpluses, the Brazilian balance of payments continued to have plenty of funding sources to meet its external
financing needs, which we expect to buttress the constructive perception about the Brazilian external position.

Despite these favorable developments, the semi-annual revision carried out by the BCB in the time series of the Brazilian
balance of payments indicated a higher current account deficit on a 12-month basis than previously thought. The
changes were concentrated in the numbers of 2020 and 2021 and affected chiefly the remittances of profits and

dividends, as the BCB suggested that there was an overestimation of the impact of the economic drag on these
payments brought by the COVID-19 pandemic.

Figure 2: Selected components of the current account balance (US$ billion, 12M)
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That is, most of the components of the current account balance remained fairly unchanged and were in line with what
we expected, which indicates its deficit on a 12-month basis should shrink as compared to 2020.

Figure 3: Current account balance
(USD billion, 12M)
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